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Report of the President 


The year 1978 was a mixed one for 
our company. While production of 
synthetic crude fell slightly com- 
pared to the previous year, earnings 
increased. At the same time, two 
announcements were made con- 
cerning events which could have a 
significant effect on the company’s 
future. 


At a daily average of 44,750 barrels, 
output of synthetic crude was just 
under that reported for 1977. Pro- 
duction failed to exceed 1977 levels 
for two reasons. One was the 39-day 
strike by members of the union 
representing the company’s operat- 
ing employees. The second centred 
on mechanical difficulties which 
occurred in some of the process 
units early in the year and also 
during the last quarter. 


Earnings, though affected by the 
lower-than-expected production, in- 
creased to $19 million, compared to 
the $12.9 million reported for 1977. 
The improvement resulted largely 


from two $1.00 increases in the 
price per barrel of crude oil by the 
Federal Government which went 
into effect on January 1 and July 1, 
respectively. Revenues for the year 
rose to $213 million. At the same 
time, our cash flow from operations 
increased to $47 million, up $17 
million over 1977. The company’s 
improved financial position is re- 
flected in our higher working capital 
which was up by about $28 million. 
Despite a significant improvement 
in managing direct controllable 
plant costs, overall there was a 
sharp increase in expenses during 
1978. A major portion of the in- 
crease reflects a modification in the 
application of our capitalization 
policy which was announced during 
the first quarter of 1978 and became 
effective January 1, 1978. Additional 
information on this policy is in the 
notes to the financial statements. 


The two announcements, made in 
the latter half of 19778, concerned 
the proposed amalgamation with 
Sun Oil Company Limited and the 
plan to expand the plant. 


The announcement of the proposed 
amalgamation with Sun Oil Com- 
pany Limited, a sister Canadian 
company, was made last September. 
A Management Proxy Circular will 
give you full particulars of the 
proposal. We hope each of you will 
read the circular carefully prior to 
the shareholders’ meeting at which 
you will be asked to approve the 
amalgamation. 


The expansion would add about 
13,000 barrels daily to production 
capacity at an estimated cost of $185 
million. Construction is planned to 
begin in 1979 and is expected to be 
substantially completed in 1981. 
Fully expanded production is ex- 


pected to be reached in 1982. With 
the decision to expand and in 
keeping with the Federal Govern- 
ment policy to encourage develop- 
ment of non-conventional petroleum 
sources, GCOS will begin receiving 
world prices for its crude effective 
upon approval by the Alberta 
Government. Company manage- 
ment is optimistic that timely 
approval will be obtained. Alberta, 
also supportive of additional oil 
sands production, will levy an 
average monthly royalty rate similar 
to the present one on the additional 
production. 


A regrettable development in 1978 
and one of concern to the manage- 
ment of the company was the 39- 
day strike which occurred in 
September and October. The 
primary issue, which difficult and 
protracted pre-strike negotiations 
failed to settle, involved extensive 
overtime worked by mobile equip- 
ment maintenance personnel. We 
wanted to establish hours of work for 
these employees which were con- 
sistent with the practice in other 
areas of the plant. The final settle- 
ment corrected this anomaly and 
should help us to improve the 
efficiency and the effectiveness of 
this labour-intensive portion of our 
business. 


The strike, unwelcome as it was, 
created some opportunities. About 
three weeks after the strike began, 
supervisory and professional per- 
sonnel started-up the plant, initially 
operating it at reduced volumes and 
achieving an average daily produc- 
tion of 45,000 barrels per day 
during the latter part of the strike. As 
a result of their commitment and 
hard work, the net effect of the 39- 
day strike was 27 days of lost 


| production. For the non-operating 


staff, it meant added experience 
through hands-on operating expo- 
sure. As well, the work stoppage 
allowed the company to re-assess 
plant staffing and it is likely that we 
will be able to operate existing 
facilities with fewer people. Any 
reduction in staff would be achieved 


through attrition. 


The key objective of GCOS in the 
coming year will continue to be the 
production of synthetic crude oil at 
the maximum stable rate consistent 
with good operating practices and 


| recovery economics. An important 


parallel activity will be a continuing 
stringent control of expenses. To 
help achieve this latter objective, a 
special study is underway to further 
improve the effectiveness of our cost 
control measures in all areas of the 
plant. 


The company’s financial perfor- 
_ mance remains far from satisfactory. 


The deficit, which has been slowly 


reduced, stood at about $35 million 
at the end of 1978. Lease royalties 
payable to Sun Oil Company Limit- 
ed continue to be waived. If these 
royalties had been paid, they would 
have amounted to almost $22 
million in 1978 with an accumu- 
lated total of $95 million since the 
waiver went into effect. Neither has 
the company been in a position to 
pay the seven per cent annual 
dividend on the $165 million in 
preferred shares nor have any 
dividends been paid on the com- 
mon shares. 


During 1979, the company plans to 
spend some $26 million on im- 
proving its production facilities, on 
environmental protection equip- 
ment, and on new employee hous- 
ing. The major portion, about $18 
million, is for work on a $22 million 
electrostatic precipitator for the 
powerhouse stack. The precipitator 
is a significant environmental pro- 
tection measure which will reduce 
particulate emissions. These funds 


do not include those capital expen- 
ditures, about $19 million, ear- 
marked for expansion in 1979. 


The coming spring will see a 
planned production halt for the 
biennial maintenance shutdown. 
Intense planning has been under- 
way since the last shutdown as both 
necessary maintenance work and 
certain preparations for the expan- 
sion project will be undertaken 
simultaneously. 


On the following pages, share- 
holders will find more detailed 
operational reports on the plant. We 
hope that each of you will take the 
time to read these reports along with 
the financial statements. Your 
interest in the company is both 
welcomed and encouraged. 


(A Cosfn 


S. A. Cowtan 
January 24, 1979 


Operations 


A further core hole drilling program 
was begun in 1978. By completion 
in 1979, some additional 400 holes 
will have been drilled on the lease 
site. The additional knowledge of the 
ore body will assist in planning 

and implementing future mining 


Operating Report 


During 1978, Great Canadian Oil 
Sands Limited produced for ship- 
ment 16,334,000 barrels of syn- 
thetic crude, an average daily 
output of 44,750 barrels. This is 
about the same level of production 


operations. 
as in 1977 when we underwent a ; 
planned maintenance shutdown. 
The lack of production improvement Extraction 


was caused by a strike of the 
company’s operating personnel as 
well as problems in the process 
units early in the year and during 
the last quarter. The following is a 
report on the key segments of the 
plant's operations. 


Mine 


Overburden removed during the 
year totalled 9.7 million cubic yards. 
This was a sharp drop from 1977 
and was caused by difficulties with 
overburden removal equipment, 
stretches of unseasonably wet 
weather and the employee strike. To 
avoid hampering this winter's min- 
ing operations, outside contractors 
were hired to strip overburden from 
a supplemental mining area. 


The extraction plant operated satis- 
factorily in 1978. A number of 
improvements were made to the 


The quantity of oil sands mined 
remained close to last year’s levels. 
Together the primary and supple- 
mentary mining systems excavated 
some 33.7 million tons of ore. 
Mining of Lease 86 is now proceed- 
ing in a northerly direction, com- 
pleting the move begun in 1977 
when the mine reached the western 
boundary of the lease. 


A new extension to the main feed 
conveyor system was constructed in 
1978. The extension services a 
supplemental mining area on the 
eastern section of the lease and later 
will serve the future main mining 
area as it is opened up. 


A night view of the new sulphur plant. 


plant's facilities during the year. 
Among these were modifications to 
the bins which accept the ore from 
the mine conveyor system. These 
modifications enable a more uni- 
form rate of flow of oil sand to the 
conditioning drums. Improved 
design of the conditioning drums 
was another step taken to better 
efficiency. Working conditions with- 
in the plant also have been up- 
graded through additional heating- 
ventilating equipment. 

continued page 19 
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1 Roger Deblois cutting pipe to standard lengths 
for use in dyke construction. 

2 Maintenance crew working on the rotary plate 
of bucketwheel excavator 1301. 

3 Trailing cable is laid to tailings pond pump. 

4 Frank Simon, Catalytic Machinist, mills a sight 
glass for pipetitters. 

5 Bottom bench conveyor carries oil sand 
through culvert to the extraction plant. 
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| Statement of Performance for the year ended December 31 
. Great ch Oil ee tated end Subsidiaries 


1978 1977 

Revenues _ (Thousands of dollars) 
Sales and other operating bg. oo $210,139 $178,685 
: . . 3,047 Lolo 
: 213,186 180,558 

Expenses 

Overburden removal (note Se ee se. 18,267 12,225 
oF -  -rtrt~—<“‘_O_O....., a .. 96,905 89,226 
Depreciation (note 5) ....... rr —“‘“C:Cis~—“‘(<i‘COsOCOOOOCCCOC‘iC 10,742 9,966 
Amortization of deferred cian cots... ek ee 1,967 1,900 
(3... ................ ee 26,051 2\ S46 
 rrC——“P 9,075 7,614 
Pominisiraive and general.........:........... ——rr”—“‘’ERCCO 12,462 10,944 
| icrcsi (ncie 6) ........... Noes ae, rr” 5,110 5,456 
Income taxes (note ay .. ..... tt: 13,595 9,996 
is : oF | | 194174 169173 
Bron before extraordinary Cam ....3........ .. a... De, 19,012 11.285 
Extraordinary gain oe So  ... ee —“‘ — 1532 
ee ee. $ 19,012 & 12917 


a To the Shareholders of 
: Great Canadian Oil Sands Ppiled 


See accompanying notes 


We Lae Sc the Be oldated statement of financial position of Great Canadian Oil Sands Limited as at December 
- 31, 1978 and the consolidated statements of performance and changes in financial position for the year then ended. 
_ Our examination was made in accordance with generally accepted auditing standards, and accordingly included such 


_ tests and other procedures as we considered necessary in the circumstances. 


. In our opinion, these consolidated financial statements present fairly the financial position of the company as at 
_ December 31, 1978 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles which, except for the changes described in Note 2 to the 


- financial statements, have been applied on a basis consistent with that of the preceding year. 


| COOPERS & LYBRAND 
- Chartered Accountants 
_ Edmonton, Canada 

- January 24, 1979 
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Cash and items convertible to ‘ash within one 
Cash... 


Short-term investments ........ 
Amounts due from: customers 


affiliated companies 
ee asi 


year 


WI 
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Toyec other thani income o taxes ee 
Current portion of long-term eas 


ee ee ee 


oe plantand canines (note a 
Housing (note 9) 


6 ponds for ce en of future oe 
_ Deferred preproduction costs ........+....-. 
Deferred overburden removal osts (note 5 


Deduct 
Long-term borrowings: 


eee ee oo e 


Preferred shares 


Statement of Changes 
| in Financial Position for the year ended December 31 
| Great Canadian Oil Sands Limited and Subsidiaries 


_ Source of working capital 
fe rr r—“ 
| Add back (deduct) items not affecting working capital: 
ep eciaion(noteS) .............. Lh rrs— ia 
Pe 70000 Oo! dererred foreign exchange loss ..............-.-.......-. sess 
ee ie On Of Ceterred preprodiiction cosis ... 1... ee ee, 
8 ed OSs Ole) i oe ee. 
‘Gain on disposals of properties, plant, equipmentand housing ...................-. 
i i oe es. 


Disposals of properties, plant, equipment and housing ................. oe ee 2 
| New mortgages payableon housing ......... ee: 


as oO Workingcapilal 6... eee cence ene ee: 


| Use of working capital 
Be ee rice Plantanc equipment .. 1... ie ce cee 
ee 
ee eee lr — 
Borrowings maturing within one year 


Oe ee ie ee ee ee et ee a ee ee See ee ee ee ee ee ee er ey 


nS a i i 
a secre oF r—— 
i Oe) 1G canilal (deliciency) — beginning ol year... 1... ee cease eee eee 
ee ie, 


Analysis of the change in working capital 

a i ee ne 
i ese 
Amounts due from customers, affiliated companies and others ...........-+eeeeeeeeees 
Tee er ere 
i a ce 
@ pountecuc io suppliers ditiliated companies and others ................0.05-.00es 
a lees ede ee 
Pe Potion OF 10nd term OOrrOWINGS © i on cnet ieee 


Be Soe WO KIiNng CADIS! on ee ee ctr tence es 


1978 LO df 


(Thousands of dollars) 
S19 0i2. $11 385 


10,742 D906 
639 — 
1,967 1,900 
2,064 (2,487) 
(668) (284) 
13,592 907960 


47,351 30,476 


3,188 3770 
1107 92/9 


52,336 Bye) O.: 


14,644 19,035 
3,854 6,308 
1,802 = 
4170. 2646 


24,470 28,188 
21,3866 11,334 
eao (11,091) 
$28,109 3 242 


>» (486) $3 394 
16,996 =: 
4,312 2,404 
2,309 3,530 
1,309 G.330 
(2,786) (4,557) 
306 192 
(226) o2 


$27,866 $11,334 


See accompanying notes 
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Notes to Consolidated 
Financial Statements becember 31, 1978 
Great Canadian Oil Sands Limited and Subsidiaries 


1. Summary of significant 
accounting policies 

a) Consolidation — 

The accompanying financial state- 
ments are prepared on aconsolidated 
basis to include the accounts of all 
subsidiaries. 

b) Inventories — 

Inventories are valued at the lower of 
average cost and estimated net 
realizable value. 

c) Depreciation and 
amortization — 

Properties, plant and equipment 
capitalized after January 1, 1976 are 
depreciated over the lesser of their 
useful lives or the life of estimated 
reserves except that the cost of 
equipment relating to the mining 
operation is, with specific excep- 
tions, expensed as incurred. All 
production facilities capitalized prior 
to January 1, 1976 are depreciated 
on the basis of estimated reserves. 
Effective January 1, 1978, only 
major additions and improvements 
to the productivity or environmental 
protection systems of the plant are 
capitalized. 


Rental housing, mobile equipment 
and furniture and fixtures are de- 
preciated over their estimated useful 
lives. 


Depreciation over useful lives is 
charged to expense on a straight line 
basis. The write-off periods of the 
significant depreciable assets range 
from 5 to approximately 23 years. 


Deferred preproduction costs are 
amortized on the basis of estimated 
reserves. Overburden removal costs 
are amortized on the basis of the 
ratio of total overburden to oil sands 
reserves. Deferred overburden 
removal costs will increase or de- 


12 


crease when the ratio of overburden 
removed to oil sands mined, in the 
current year, exceeds or is less than 
the forecast average ratio. 

d) Maintenance, repairs and 
shutdown expenses — 

Normal! maintenance and repairs are 
charged to expense as incurred. The 
cost of major maintenance shut- 
downs is estimated and accrued over 
the period between each shutdown. 
e) Income taxes — 

Some costs and revenues may by law 
be deducted or added in calculating 
taxable income in years later or 
earlier than actually recorded in the 
financial statements. The income 
taxes in the Statement of Perfor- 
mance are based upon the revenues 
and expenses actually recorded, but 
differ from taxes actually paid or 
payable, if any. These differences 
are shown in the Statement of Finan- 
cial Position as deferred income 
taxes. 

f) Pension expense — 

The Company has a contributory 
pension plan providing retirement 
benefits for its employees. Pension 
expense includes the amortization of 
initial past service costs over 25 
years and the amortization of plan 
improvements over 15 years. It is 
the Company's policy to fund the 
total pension expense. 


2. Change in accounting 
policy, and in the 
application of accounting 
policy 

a) Foreign currency translation — 
In 1978, as recommended by the 
Canadian Institute of Chartered 
Accountants, the Company adopted 
the temporal method of accounting 
for the translation of foreign curren- 


cies. As the method presently re- 

lates to the Company, liabilities 
payable in foreign currencies are S 
translated to Canadian dollars at the — 
year-end exchange rate, and un- 
realized exchange gains and losses 
are amortized over the repayment 
period. This change in method has — 
not been applied retroactively. In 

prior years translation of non- 

current amounts into Canadian 
dollars was at the exchange rate on ~ 
the transaction date. Amounts trans- _ 
ferred from long-term borrowings to _ 
liabilities payable within one year 
were adjusted at the current ex- 
change rate. 


At December 31, 1978 an unreal- 
ized exchange loss of $3,105,000 
has been deferred. As a result of the © 
change, administrative and general 
expenses for the year are increased, 
and net profit is reduced, by : 
$419,000. If this recommendation | 
had been retroactively applied, the — 
deficit as at December 31, 1977 
would have been increased 
$114,000. 2 
b) Capitalization of properties, be 
plant and equipment — . 
Effective January 1, 1978, the Com- 
pany modified the application ofits — 
fixed asset capitalization policy as it — 
relates to the plant, such that only 
major additions and improvements 

to productivity or environmental 
protection systems are capitalized. — 

For 1978 this modification eee 

in an increase in expenses before : 
income taxes of $9,790,000 and a 

net profit decrease of $6,933,000. 


3. Changesin statement | 
presentation | 
1977 figures have been reclassified _ 
on a basis consistent with 1978. 


| 4. Estimated reserves 


For the purpose of determining the amounts of certain depreciation and amortization in the accounts, the remaining 
reserves of synthetic crude oil at December 31, 1978 have been estimated at approximately 420 million barrels. The 
actual quantity capable of economic recovery will depend in part upon the future relationship between synthetic crude 
selling prices and costs. 


5. Deferred overburden removal costs 1978 1977 
ss i a a es $16,203,000 $14,712,000 
i ek 18,267,000 = 12275000 

(2,064,000) 2,487,000 
a ce Ss | relgercts Mielec @c/s Vga er ee i ee 1,582,000 1,805,000 
I are co ie Oe 29,640,000 25,348,000 
ie a i ee a oh a $29,158,000 $29,640,000 


The above depreciation on overburden removal equipment is not included in depreciation expense of $10,742,000 
(1977 — $9,966,000). 


6. Interest expense 19768 1977 
i ao a i oe os $ 400,000 - $1,264,000 
a i i ee os oe es 4,710,000 4,192,000 


$5,110,000 $5,456,000 


7. Income taxes 

The Company accounts for income taxes as set out in Note 1. The income tax provision in the Statement of Performance 
reflects a different amount from that which would arise from application of the statutory tax rate. A reconciliation of 
the Statement and statutory tax rates is as follows: 


1978 1977 
a ne a 47.0% 47.0% 
ee a es 37.6 48.0 
ee Oe a a ne ee ees 14 0.9 
ae er os aw oe eo es (240) (27.0) 
TES (155) (772) 
eg es ee eS a ee wie es (4.8) (4.9) 
ES ay os ee 41.7% 46.8% 


8. Extraordinary gain 

The 1977 extraordinary gain is the reduction of income taxes resulting from the application of $1,532,000 in Alberta 
income tax rebates brought forward from prior years. Such rebates may be credited only against Alberta income taxes 
otherwise payable. Rebates in the amount of $507,000 were exhausted in 1978 and are applied as a reduction of 
income tax expense in that year. 

9. Properties, plant and equipment, and housing 


a) Properties, plant and equipment — 
These are at cost less accumulated depreciation of $82,260,000 in 1978 and $71,837,000 in 1977. 


iS 


b) Housing — 


Lots, rental housing and housing under construction, at cost, less sco rule 
depreciation of $1,184,000 in 1978 and $1,/98000 in 1977 ................ 


Agreements for sale receivable, at the lower of cost.or selling price of houses sot 


. 20, 181, 000 


less principal payments received to date and less principal due within one year 


10. Notes 

These are 534% notes in U.S. currency maturing July 1, 1991 repayable 
$2,000,000 in U.S. currency annually. The total principal amount outstanding 
at Dec. 31, 1978 is U.S. $34,000,000 oi which US. $32, 000, OOO is Sl 
beyond one year. 


The method of translating the notes into Canadian currency is desorbed: in 
Note 2. 


11. Mortgages on housing 

These are repayable over the next 30 years, bearing interest at rates ranging 
from 614 to 1134 per cent. The estimated principal repayments required on the 
non-current portion of mortgages payable at December 31, 1978 are as follows: 


1080........2.................. 3... $ 396,000 
1081.............................. 412,000 
1982.............................. 426,000 
1963... .........-:5--........ ss. 444,000 
Gubsequent........4...........4..... 22,898,000 

— 10, — 


12. Preferred and common shares 

There have been no changes in paid-in capital during the year. The « common 
shares are of no par value and the issued preferred shares are 7% non- — 
cumulative redeemable (at par) voting shares having a par value of $100 each. 


Authorized 


Issued 
Shares Shares 

Preferred: ; _ 
ic l—sis—S—sSSS 500,000 500,000 
Second ...............).......... 500,000 500,000 
Third .......................... 450,000 ~ 450,000 
Pourtn ...........--..-. 4.554... 550,000 200,000 
Joisl.............3...... 2,000,000 1,650,000 
Common ..................... .:.. 35,000,000 28,504,259 


All the preferred shares and approximately 96.1% of the common shares are 
owned by Sun Company, Inc. 
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13. Commitments an 


per barrel of bums ome 
$2.60 in the future under certain 


and 25% to Norcen (see Note 15 re | 


1978 


. $17,673,000 : 


$37,854,000 


contingencies 
a) The Company is a party to an 
agreement with Sun Oil Compan} 
Limited and Norcen Internationa 
Ltd. (formerly CIGOL Intern. tional | 
Ltd.) involving the sublease 
Bituminous Sands Lease No. 86 in - 
respect of which the Company is 
operating its plant. Lease No. 8¢ 
runs for a term of 21 years from — 
June 1, 1966 one for furthe 


be prescribed. The a is 
Saas under the Ss ovisions « 


recovered from bituminous sar 
from the leased land together wit 
an additional royalty of 25% of — 
synthetic crude revenues in exce 
of $2.75 per barrel (declining to. 


conditions) and subject to a 50% 
increase in both royalties after the © 
Company's cash flow has equalle 
its total initial investment. Such 
royalties are payable 75% to Sun aS 


waiver by Sun). 


The Company is also a party toan 
agreement with Chevron Canada — 
Limited involving Bituminous Sands — 
Lease No. 23A on which the Com- 
pany completed mining in 1978. 


: ponder the provisions ot this agree- 
~ ment Chevron was paid a gross 
overriding royalty of 3% of the 


| amount received by the Company 


_ for synthetic crude oil sold, attri- _ 
| butable to bituminous sands from 
the lease. 


|b) Under the provisions of the sale 
_ agreements covering the sale of 

| housing units to employees the 

_ Company has undertaken, in the 
event of an employee termination 
within up to eight years of the date 

| of the sale agreement, to repurchase 
| the employee's housing unit. The 

| potential net outlay under such _ 

_ repurchase commitments is the 


| principal amount paid by the em- 


ployee to the date of termination 

| plus a portion of any increase in 

_ replacement costs between the 

| effective dates of sale and repur- 

| chase. The aggregate of such princi- 
| pal amounts paid by employees to 

| December 31, 1978 approximates 
_ $3,100,000 but any additional po- 


tential outlay resulting from in- 


_Creases in replacement costs cannot 


_be determined until an employee 
actually terminates employment. 


c) The Company is a party to long- 


| term agreements with Sun Oil 


| _ Company Limited and with Shell 


| Canada Limited pertaining to the 


sale of synthetic crude oil. 


! -d) An indebtedness to the Govern- 
| ment of Canada of $1,802,107 in 


| respect of certain wartime expendi- _ 


_ tures in the Athabasca oil sands 
- area has been recognized in 1978, 


has been included in deferred 


preproduction costs and will be 
amortized with the balance of such 
costs. 


14. Directors and officers 


Twelve persons were directors of the Company during 1978, only certain of 


_whom were paid as such, and their remuneration aggregated $41,500. The 


nine officers of the Company during 1978 included five who were also 


.. directors, their remuneration as officers aggregated $573,800. 


15. Sun Oil Company Limited lease royalty waiver 


- Sun Oil Company Limited has waived, effective April 1, 19770, the royalties 


to which it is entitled under the agreement described in Note 13 until the 
elimination of the Company's deficit account or a determination that the 
financial results from the Company's operations are satisfactory. The reduction 


in costs due to this temporary relief is as follows: 


Royalties waived for the year ........ 


Cumulative royalties waived 


eee eoenve 


1978 1g// 
$21,996,000 4130/1000 
$95,309,000 $/3.213,000 


16. Preferred share dividends and earnings per share 
No dividends have been declared or paid to date on the $165,000,000 of 
7% non-cumulative preferred shares. Were a deduction made for a full 
annual dividend of $11,550,000 on the outstanding preferred shares, the 
earnings per common share would be as follows: 


Profit (loss) per share before 


extraordinary dain ................ 
Biel prot per soare .................. 


1978 19/1 
$0.26 $(0.01) 
$0.26 $ 0.05 


Basic earnings per common share, which are computed without deduction 
for preferred share dividends (since none have been declared), are as follows: 
Profit per share before extraordinary gain: 1978 — $0.67 (1977 — $0.40). 
Net protit per share: 1978 — $0.67(1977 — $0.46). 


17. Plant expansion 


The Company has approved an 
expansion at an estimated cost of 
$185 million to add about 13,000 
barrels of daily production capacity 
to the plant. 


The project is subject to approval by 
the Alberta Government. In keeping 
with government policy to encour- 
age energy resource development, 
the Company has been assured by 
the Government of Canada that 
upon Alberta approval the Com- 
pany will begin to receive world 
prices for its production. As well, the 


Alberta Government has indicated 
that the Alberta crown royalty rate 
on the expanded production will 
approximate the present average 
rate. 


The expansion outlays are expected 


to take place in stages over the next 
three years. 


18. Proposed 
amalgamation with Sun Oil 
Company Limited 

An amalgamation of Great 
Canadian Oil Sands Limited with 
Sun Oil Company Limited has been 
proposed. 


Bs) 


Financial 
Revenues 
Sales and other operating . 
Interest 


2 Ze 


eee eae eee 


wee ee ee ee he oe eee oe eee 


ee 


Amortization of deferred pre- 
production cosis ............. 
Crown royally ....1.2..).. 
Lease royally .............. 
Administrative and general | 


Interest ..........,.. 
Income taxes ............ 


| (loss) before extra- 


ordinary gains . 
Extraordinary gains — 


Re 


Netprolit lose)... 
Heme not affecting working capital 


Shachoiies Bein 
Preterred and common ‘shares . 


ee 


tmillions of short tons) «. 


Synthetic crude sold 


‘Cash Flow from Operations vs. Capital Expenditures Average Selling Price per Barrel of Synthetic Crude 


IB Cash Flow _ Capital Expenditures Dollars per barrel 
: - 


Millions of dollars 
_ 12 


i 


10 


1 


1970 1971 1972 1973 1974 1975 19/6 1977 1978 | 1909 1970 191i fore 1973 1978 8S ele lai? 6101s 


. *Negative cash flow 


Synthetic Cuide Production 


Thousands of barrels per day 
Twelve Months 1978 


60 


: 0 1969. 1970 +1971 1974 1975 1976 1977 1978 


17 


Operations continued 


continued from page 4 


Process 


The process facilities experienced 
operating problems during the year 
which affected production levels. In 
the first quarter there were difficul- 
ties with the coking units. During the 
last quarter there were malfunctions 
with the equipment used to upgrade 
synthetic crude. The net result was 
substantially limited production es- 
pecially in November when average 
daily output fell to 32,300 barrels. 


The new $7 million sulphur plant 
and amine unit was completed and 
brought on stream about mid-year. 
These facilities essentially duplicate 
the main sulphur plant already in 
place. They help to strengthen the 
operation's environmental protec- 
tion capabilities and maintain syn- 
thetic crude production should 


Terrylynn Winnington, Equipment Operator, at the wheel of a 150-ton capacity truck. 


operating difficulties force the shut- 
down of the original sulphur plant. 


Environmental Protection 


The past year saw the company 
continue the various projects related 
to its environmental protection pro- 
gram. One such project is tree 
planting on dyke walls. However, 
there is difficulty with rodent dam- 
age to the younger trees. One way 
to reduce such damage is to en- 
courage natural predators to the 
area. For example, the company is 
trying to attract hawks to the lease 
by installing nesting boxes and 
perches. 


In a move to further strengthen the 
environmental protection program, 
the company expanded the En- 
vironmental Affairs Department in 
1977. During its first full year of 
operation in 1978, the department 


Lawrence Miller, Utilities Operations, checks 
plant 35 boiler controls. 


Maintenance mechanic repairs engine of 150-ton 
Wabco truck 
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1 Overburden is loaded into 150-ton trucks by | 
bucketwheel excavator. 

2 Slowly rotating drums extract bitumen from | 
oil sands in extraction plant. 

3 Main conveyor belt whisks oil sand into 
extraction plant. 
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Operations continued 


Frank Toner, Mine Operations, cleans bucketwheel excavator 1340, using a high pressure air 


hose. 


conducted a more detailed monitor- 
ing of company activities to assess 
their possible impact on the 
environment. 


During 1978, engineering con- 
tinued and construction began on a 
project to reduce particulate emis- 
sions to the atmosphere from the 
powerhouse stack. The project will 
use electrostatic precipitators to 
remove the ash from the stack 
gases. Estimated cost is $22 million 
and construction is projected for 
completion in late 1979. This sub- 
stantial investment in environmental 
protection will not increase produc- 
tion but will add to the plant's 
operating expenses. 


Our plan for the development and 
reclamation of the lease up to the 
end of the lease life was submitted 
to the Alberta Government in 1978. 


As required by the Land Surface 
Reclamation Act, the plan details 
how mined-out areas would be 
backfilled and revegetated. Follow- 
ing the submission, several meet- 
ings were held with the provincial 
government and final approval of 
our plan is anticipated. 


Human Resources 


The Human Resources function was 
strengthened in 1978 with the 
hiring of additional professional 
personnel. The employee relations 
function at the plant site was im- 
proved in order to continue to 
develop a more effective union- 
management relationship. 


A formal training program for 
employees was continued with 10 
subjects offered on a scheduled 


basis. Among the subjects offered in 
the program are Supervision, Time 
and Meeting Management, Effective 
Writing and Counselling. Special 
training programs also are held as 
required. 


New camp facilities for 500 persons 
will be completed in early 1979 ata 
cost of $1.8 million. With the new 
facilities, the plant site camp will 
have an 1160-person capacity, 
enabling it to meet peak work-force 
requirements such as will be expe- 
rienced during the 1979 planned 
maintenance shutdown and the 
proposed expansion project. 


Corporate and Public 
Affairs 


The company continued its program 
of strengthening its lines of com- 
munications with the Government of 
Alberta and the Federal Govern- 
ment. Close contact was maintained 
with various government depart- 
ments at both levels and discussions 
were held on such subjects as 
environmental protection, plant 
expansion, and labour relations. 


GCOS also stepped up its commun- 
ications programs with its various 
constituents. Two audiences receiv- 
ing special emphasis are employees 
and the media. A media relations 
function was established within the 
Public Affairs department in 1978 
with the primary objective of streng- 
thening the company’s contacts 
among members of the media, 
particularly in Alberta. It will, for 
example, encourage media repre- 
sentatives to contact the company 
for comment on events which can 
affect the public's perception of 
GCOS and its operations. 


an 


Committees of the 
Board of Directors 


There are three committees of the 
GCOS Board of Directors: Audit; 
Manpower and Board Policy; and 
Public Affairs Policy. The Audit 
Committee is composed only of 
directors, the majority of whom are 
not officers of the company. The 
Manpower and Board Policy Com- 
mittee and the Public Affairs Policy 
Committee have, in addition to 
directors, members who are not 
directors, but who have a particular 
expertise that will be helpful to the 
committee. 
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Audit Committee 


Members are: Kenneth F. Heddon, 
Chairman; F. Newton Hughes, John 
E. Poole, Bruce W. Watson and 
Ardagh S. Kingsmill, secretary. 


The responsibilities of this commit- 
tee have a twofold thrust. One is to 
assist the Board of Directors in 
fulfilling its fiduciary responsibility 
regarding the accounting and re- 
porting practices of the company 
and ensuring that the financial 
reporting of the performance of the 
company to shareholders and others 
is open and informative. The second 
is to provide the external and 
internal auditors of the company 
with full and direct access to the 
Board of Directors in order to 
preserve the auditors’ independ- 
ence in their relationship with 
management. 


Manpower and Board 
Policy 


Members are: Ross A. Hennigar, 
Chairman; Gordon E. Hillhouse, F. 
Newton Hughes, Bruce W. Watson 
and Clifford K. Boland, secretary. 
Dudley M. McGeer is a member 
with respect to Board policy only. 


Public Affairs Policy 


Members are: Howard B. Maxwell, 
Chairman; John E. Poole, William S. 
McGregor and William L. Oliver, 


secretary. 


This committee’s role is to assess the 
company’s performance as a 
corporate citizen and to suggest 
ways and means by which it can be 
improved; to ensure that the com- 
pany’s operating practices take the 
public interest fully into account; to 
see that company actions are com- 
municated to its various publics; 
and to apprise the Board of the 
status of the company’s relationship 
with its publics. 
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1 Bucketwheel excavator 1340 loads a 150-ton 
capacity truck with overburden. 

2 A giant 150-ton capacity truck stops at ‘Lube 
Island” for re-fueling. 

3 Cutie O'Riley (left) Geneve Francis, and 
Geraldine Vardy, cafeteria hostesses, 
preparing lunch. 

4 Store Person, Mel Rewakowsky (left) and a 
summer student in the Materials Management 


Yard Warehouse. 
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Parent Company 
Sun Company, Inc. 
Radnor, Pennsylvania 


Subsidiary Companies 
Athabasca Realty Company Limited 
Fort McMurray and Edmonton, Alberta 


Employee Housing 


Great Canadian Oil Sands Supply Limited 
Fort McMurray and Edmonton, Alberta 
Provision of materials and supplies 


Associated companies in Canada 
Sun Oil Company Limited and its 
subsidiaries 

Toronto, Ontario 

Integrated petroleum company 


Sperry-Sun of Canada Limited 
Edmonton, Alberta 
Well surveying and engineering services 


Employee checks equipment beneath conveyor belt carrying oil sand to extraction plant. 


